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Dear Applicants

We have conuldered your application for recognition of exemstion from .
Fadaral incana tax under aection 501(c)(3) ot t'.ha Internal levenue Coda

of 1954.

Tne information submitted discloses that you ware incorporated under the
nonprofit corp:rution laws of the State of - on- —. #
Your purpose ad statod in your cengtitution iag, to omoumgs the ptbqwaz

of each individual mgmber and artist aa well as 40 pranote an interest in
and better unlaratanding of art by the general publie.

Fach month you offer an educational program to the genaral- public
conslating of damanstrations, lectuvres, slides and workahapa on various

art forms.

n

Once each year you spansor an att competition for oohml"childran 1n
grades six through twelve, and you hold a public art show once each month
during which the art worka of your mombers is sold. You receive a mmm
parcent comnission on salos made at your shows: t'.he ramaindor goass to the
artiat whosae work ia sold. .

Bection $01(c)(3) of the Code provides for the exemption of organizations
which are organized and operated exclusively for religious, charitable,
and educational purposes, no part of the nat earnings of which inures to
the boenefit of any private shareholder or individual.

Section 1.501(c)(3)=1(a) (1) of the Incoma Tax Regulations utates taat in
order to be exempt as an organization described in section 501(c)(3), an
organization .aust ba both organized and operated exclusively for one or
more of the purposes specified in that section. If any owganization
falls to meet eitner the organizational or operational test, it is not

axempt .
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Boatlon 1,800 () ()=2{a) (1) (11) of the hsgulatibng providus, in pact,
that an owganization is not organizod and oparatud exclusively for one or
Moy oXenpt purpones unlesa 4t uarvw a public rathaer than a private .-
interent,

Ravenue Ruling 71-393, 1971=-2 C.A. 228, hald thae a ccoperativu art
gallory formed and oparatod by a group of urtists for the purpose of ;
axhibiting anl solllng their worka duou not qualify unler deation

501(0) (3) of tha (mle.

Ravanue Raling 76-152,° 1976 -1°C.B, 151, hnld that a nonprcﬂ'it: L
organization formed by art patrons to pramote commnity understandlng of
molern art trawds hy selecting for exhibit, exhibiting and selling art
works of local nrtiste and retaining a ten parcent ccmmission on nalun
did not quaLiﬁy for smmptim under seot:lon JDL(c)(J) of tho Coda.

As i3 thoe cusae in Revanue Mings 71-395 and” 76—1.:2. tha' artists in
aubject case are baing direotly benofited ty tho -emiibiticnand - auliraﬂ
thelt works, with tha result that a major achivlty of the organization is’
sarving the private interests of thome artists whose works are digplayal
for sala. 8inca ninaty porcent of all aalus procends ure turned over to
the inlividual artistd, euch dlrect benafite arw subdtantial’ by any
measure and the organization's proviaime of them canrwt bu dlemissed aw
balrg marely Incidental to its other purpoaaa and acr.iviti,an.

&cordingly, Lt is held that you ara not entitlod to recognition of
oxemption from Foderal incoms tax under naction S0L(a)(3) of the Colo.

You ara requirod to file Federal income tax retums on lorm 1120 for each/

year you have beon in existence. . S
If you accept our findingn, you do not nead t:o tuka ' furthar nc_tion.

If you do not accept our tindings, wa recammnd that yol" raquast a o
conference with the Office of magimml Dixector of Appeals. Your mqucat
for a conference should inclwle a wrlt.t:.an appeal giving the facts, law,
and any otlier information to support your position as explained in the
enclosed Publication 892,  You will. than be contacted 'to arrange a date
for a conferonce. Tha confarence may ba held at our Regional office or,
if you request, at any mutually convenient District uzﬂce.

If w2 o nt hew £com you within 30 days fron the dat:e of this 1ettar.
this ruling will becams f£inal. If you have any quastiona, pl.ezmm contact
the parson wnose name and telephone numbxy arae slipwn abova.
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Publication 692

sinciraly you:rm"j .

I0 vou do not protest this proposel duturmlmtion in & timaly manner. e S
will be conaldared by the Inteznal Ravenuo Service ae a fajlury to .
oxhaunt available administrative remedies.
Internal Revenua Code provides in part that, “A declaratory judgmant.or .
deccee undar this ssotion ghall not bo lasued in any procesling unless’

the Tax Court, the Oourt of Claims, or tha Distrigt Court of the United
Statos for the District of Columbla daterminey that tie organigdtion . .
involved has axhnuated aiministrative remediea, uvnilamo to it withir. tho !
Internal Revenus Bervioe. . )
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